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Introduction
The management of construction projects involves the ability to access and understand a wide range of associated disciplines. The focus of this paper is on the commercial aspects of project procurement, and in particular how traditional approaches to procurement evolve in the face of a dynamic market. In this case, the dynamism of the Chinese construction market is characterized by a) immense growth, and b) (unsurprisingly, considering the last point) by the desire of foreign enterprises to enter the market. Many of these foreign enterprises can bring new ways of working, and it is in this context that design-and-build procurement is assessed as an entry strategy.
Many foreign contractors, eager to pursue new business opportunities, have entered the Chinese construction market either undertaking projects directly or by setting up representative offices.
According to the National Statistics Bureau [1] , there were 16 wholly-foreign-owned contractors Problems exist for enterprises operating in any foreign country [4] . For example, Haley [5] argues that the links of trading companies, the protected domestic market, and favourable interest rates are barriers to penetration of the Japanese construction industry. Badger and Mulligan [6] note that governments in the Middle East, Southeast Asia, and Australia often impose some form of local company involvement upon foreign contractors.
Foreign contractors' pre-and post-entry decisions have not been without problems in their expansion into China, and many consider the market a difficult one, with its governmental, market, and technical barriers to entry. There is a particular urgency for viable entry strategies for foreign contractors interested in the Chinese construction market. This paper examines the viability of using a design-andbuild approach as one such strategy.
The use of design-and-build contracting has increased worldwide as a viable alternative to traditional project delivery methods [7, 8, 9] and many industry-standard forms of contract have a design-andbuild version [10] . Under the method, the client selects a contractor to carry out and be responsible for not only construction but also the design of the works [11, 12, 13, 14, 15] . In the Chinese context, the term 'design-and-build' is consistent with the concept of Gong Cheng Zong Cheng Bao in Chinese construction law [16] , though the delivery method has received little attention compared to buildoperate-transfer, whose use has been studied extensively [17] .
Traditional and emerging approaches to construction design in China
In 2001 there were 11,297 design institutes in China with 732,215 employees [1] , most of them StateOwned-Enterprises (SOEs). These have been the traditional service providers for feasibility studies, master planning, investigations, design, and surveying. Recently, in line with market demand, some have extended into project management, supervision (Jian Li) and design-and-build. For each activity a license is required from the Ministry of Construction, and these are graded A (the highest) to C [18] .
Recent economic reforms (commencing in 1993) saw the reduction of government control over design institutes [1] . As shown in Figure 1 , in 2002 there were 7,212 State-owned design institutes, 836 collective design institutes (towns and village enterprises), and 3,447 joint stock and privately-owned design institutes [19] . The 'Decree of Qualification Administration for Design Institutes' Gong Cheng Zong Cheng Bao' was issued by the Ministry of Construction in November 1992 (see Table 1 [20] . The majority of design institutes have not been given opportunities to undertake designand-build projects, though some of them have regularly collaborated with foreign contractors to work on foreign direct investments (FDI) design-and-build projects.
Under China's earlier planned economy, design and construction works were separately assigned to design institutes and construction enterprises by government [21] . 
Entry barriers to the Chinese construction market
Before 1976, when Kaifang Zhengce (the "open door policy") began to emerge, China had followed a 'self-sustained' policy with few external business contacts [23] . The economy is now neither a planned nor a Western-style market economy, but is in transition towards a 'socialist market economy'. Since international competition takes place at local level, this research focuses on foreign contractors' subsidiaries rather than their corporate parents. Porter [25] states that to gain competitive advantage, a firm must either provide comparable buyer value but perform activities more efficiently than its competitors (i.e. a low cost strategy), or perform activities in a unique way that creates greater buyer value and commands a premium price (i.e. a strategy of differentiation). Given construction costs in China, foreign contractors are unlikely to have cost advantages over their local rivals (though this may be a factor for competition among the foreign contractors). Differentiation, however, is feasible, as clients may be attracted by value-added services or even a 'brand-name' that local contractors are unable to provide.
The entry advantages of multinational corporations (MNCs) include distinctive production, technological, financial and marketing know-how, and resources. There are distinct costs and uncertainties faced by domestic firms in attempting to duplicate similar competitive strengths [25] . In the construction industry, the key sources of competitive advantage for international contractors include the ability to provide attractive financial packages; build winning alliances; accept and manage risk; invest in sales and R & D; identify client/user needs through market research; procure on a global basis; employ technical expertise and the right technology; integrate local and global knowledge; and enjoy political backing [26] . These factors are influential in providing the lead towards the implementation of a differentiation strategy.
Market entry strategies
Entry strategies have been an interesting area of research in international business. However, orthodox theories of entry strategy have focused on entry modes: to enhance the usefulness of this research for foreign contractors' business practice in China, entry strategies are here analyzed in two dimensions, entry modes and market targeting.
Entry Modes
Previous research tends to rely on Transaction Cost theory to explain decisions on international entry mode choice [27] . Transaction Cost Analysis compares the costs of integrating an operation within the firm with those of using an external party to act for the firm [28] . Lu [32] criticizes Transaction Cost theory for its conceptual limitations because it has given little attention to the sociological approach and contends that institutional influences exert important effects on formulation and implementation of entry modes. Transaction Cost theory focuses on the technical environment of individual transactions, but institutional theory emphasizes broader institutional factors.
According to Brouthers, Transaction Cost theory should be extended to take account of both institutional and cultural contexts to enhance the entry mode selection [33] . Woodcock et al. [34] recommend the notion of Contingency Theory, which suggests that the selected entry mode must conform to the particular industry, firm, and country factors faced by the entering firm.
There are a number of ways to categorize entry modes. Pan and Tse [35] summarize the modes of entry as equity-based (i.e., equity joint ventures and wholly-owned subsidiaries) and non-equity-based (i.e. exporting; licensing; non-equity alliances). Dunning [36] states that non-equity modes are essentially contractual modes, such as leasing, licensing, franchising, and management service contracts, while Erramilli [37] simply defines non-equity modes as those that do not entail equity investment by a foreign entrant.
While advocating institutional theory, Lu [32] concedes that theorists have emphasized that the entry mode choice stemmed from two asset-based influences. High-control modes (e.g. wholly-owned subsidiaries) are used when there is a need to control and safeguard a parent firm's contributed assets in its foreign subsidiaries. Low-control modes are used when a foreign firm requires access to complementary assets for international expansion.
Regardless of how individual entry modes are grouped, a fundamental issue is whether the entering firm needs a local collaborating partner. Therefore, entry modes could be categorized using the concept of collaboration. In this research, foreign contractors' entry modes are distinguished as entry without collaboration (i.e. wholly-foreign-owned enterprise) and collaboration-based entry (i.e. whollyforeign-owned enterprise with local strategic alliances, project based collaboration, joint ventures or mergers and acquisitions) [33] .
Foreign contractors may lack information about Chinese institutional issues, culture and practices, although some of them have been operating there for many years. They must also face subcontractors/suppliers who may not be able to provide performance bonds and offer reliable service quality. Other institutional hurdles include unclear regulatory frameworks, inefficient bureaucracies, underdeveloped judiciary systems, and even corruption.
In other industries it has been argued that the Wholly-Foreign-Owned Enterprise (WFOE) is a better way to enter the Chinese market [38] , whereas in construction Xu et al. [39] Project-based collaborations provide flexibility for foreign contractors and their local partners, but they suffer the disadvantage of uncertainty and speculation. Given the unique nature of the business environment in Chinese construction, the collaborative form of strategic alliance between foreign contractors and local partners promotes long-term commitment and offers the opportunity of sustainable growth for both parties [40] . This form -the strategic alliance between foreign contractors and local partners -is therefore postulated as the most appropriate entry mode for foreign contractors.
Market targeting of foreign contractors
One of the most crucial decisions faced by foreign contractors is market targeting, of which the three major steps are: segmentation, targeting, and positioning.
Segmentation
Market segmentation is usually defined as the process of dividing potential customers into distinct groups for the purpose of targeting and designing segment-specific marketing strategies [41] . Although academics stress the need to identify the most suitable and statistically valid segmentation schemes, the priority of the practitioner is to identify segments for which an effective marketing program can be developed, and evidence from construction markets suggests that the ease of implementing a segmentation solution significantly impacts on its success [42] .
Given the nature of the Chinese construction market faced by foreign contractors, the authors believe that for foreign contractors, a useful means of segmenting the Chinese construction industry is by procurement system (i.e. by project delivery method). This form of segmentation is beneficial in helping foreign contractors to understand the market and apply their resources accordingly. 
Targeting
Since contractors' success is largely dependent on the success of their individual projects, the selection of project delivery method is one of the core elements of an organization's entry strategy [4] . The major factors in foreign contractors' segment evaluation would be their competitiveness, local rivals' competitiveness, profitability, and entry barriers. The premise of this segment evaluation is that the Chinese construction market is likely to be attractive for foreign contractors in terms of market volume and growth rate. Porter suggests two strategies for penetrating foreign markets: to select 'modest or emerging' segments in foreign nations and to follow home-based multinationals [25] . The implementation of the first element needs not only to exploit the firm's competitive advantages but also to identify the modest or emerging segments in the target market. As demonstrated in Table 2 , in the 13 current Chinese construction market, the 'modest and emerging' segments are design-and-build, concessionary delivery (e.g. BOT, PFI), and specialist subcontracting (e.g. the design and/or construction of intelligent buildings) [4] .
The second strategy for foreign market entry concurs with Strassmann and Wells' findings on world construction activity [40] : entry begins with types of activities for which the firm has the most complete set of resources and with familiar types of projects. Firms from advanced countries generally begin overseas operations by accepting works from their own government or from a compatriot multinational enterprise investing abroad. The natural extension of this strategy (particularly in the context of entry into the Chinese market) is then towards other foreign nationality enterprises (i.e.
FDIs). This is consistent with current Chinese regulations that foreign contractors are often confined to working on foreign direct investment (FDI) projects and other foreign-funded projects (e.g. World
Bank, Asia Development Bank etc.). Indeed, as China has attracted foreign business interest the inflow foreign direct investment (FDI) is enormous 2 , resulting in a new construction segment with vast market volume.
In the light of above, foreign contractors may target one or more segments of design-and-build, concessionary delivery (e.g. BOT, PFI), construction management, real estate development, and specialist subcontracting. While concessionary delivery (e.g. BOT, PFI) and real estate development require considerable capital commitments, design-and-build, construction management, and specialist subcontracting need solid managerial and technological know-how.
Positioning
It is beyond the scope of this paper to discuss all the delivery methods that foreign contractors might select, and, as outlined in the introduction, it concentrates on the design-and-build option.
The combination of the two aforementioned strategies -a design-and-build delivery method with a focus on FDI -may not, in itself, bring success for foreign contractors, given the status quo of the construction market in China. Institutional and cultural differences and project uncertainties may impede their prospects significantly. In this connection, the two strategies could be extended to encompass a third one -that of collaboration with a local partner. A capable local alliance may help the foreign contractor to reduce or overcome existing entry barriers and provide other complementary competitive advantages.
In the context of the design-and-build strategy, design institutes may offer synergistic complementarities to foreign contractors. Collaborating with design institutes could benefit foreign contractors by offering the opportunity to utilize the resources of the institutes at a reasonable price and solve the problem of obtaining licenses. Although an alternative target for such collaboration could be local contractors, Chinese design institutes have more qualified professionals and enjoy better financial standing [43] .
Market entry -a summary
By extending Porter's entry strategy theories, a conceptual model has emerged for facilitating foreign contractors' entry into the Chinese construction market and this has been illustrated in Figure 2 . As shown in this figure, the model offers foreign contractors three 'modules' for exploiting sustainable growth opportunities in China. The three modules are: collaboration (with local design institutes), (targeting) FDI projects, and adopting a design-and-build (differentiation) strategy. The last two modules were derived by considering, in context, Porter's two suggested 'penetration strategies', while the first was chosen as the most promising way to deal with many of the entry barriers (identified earlier) that attend attempts to do business in China.
Module 1 is to form collaboration with design institutes for new opportunities. The prime motive for this collaboration is to achieve synergistic competitiveness. While other types of collaboration are possible, effectively maintaining strategic alliances with Chinese design institutes is recommended.
Module 2 is to focus on foreign direct investment (FDI) projects: not only is this supported by theory [40] but is the most practical approach in view of present Chinese regulations. It has further been argued that foreign contractors should seek to differentiate themselves in the service they offer clients; that this differentiation might relate to the project delivery strategy, and that in the context of its current status in China the design-and-build procurement route offers most potential. Thus, whilst all FDI projects may be seen as potential targets, the greatest potential lies in those whose clients may be amenable to a design-and-build approach. Thus Module 3 is to strengthen foreign contractors' designand-build capacity in China. This objective can be best approached by effectively cooperating with local design institutes in each phase of the design-and-build process, namely: preparation of the contractor's proposals, joint submissions to relevant authorities (e.g. Local City Planning Bureau), using design institutes' licenses, producing detailed design (primarily by design institute personnel), engaging subcontractors, all the way through to hand-over of the projects to clients.
The three modules should be implemented in an integrated manner because they are interrelated and self-supporting. Foreign contractors enjoy advantages in securing FDI projects, and the design-andbuild route offers them opportunities to be innovative. But to be successful, these projects need the complementary collaboration of local design institutes to overcome government restrictions, market barriers, and technical barriers.
Conclusions
The Chinese construction market is attractive to many foreign contractors and these contractors have important decisions to make concerning their entry strategies. A strategic model has been proposed which emphasizes the strengthening of design-and-build capacity, effectively maintaining strategic alliances with Chinese design institutes, and focusing on foreign direct investment (FDI) projects. It is clear that in China the use of design-and-build is slowly catching-up with international practice: a recent review has found it to be a 'modest and emerging' segment of the construction market. It appears that the Chinese institutional environment remains a barrier to its more wholesale adoption, 16 and that Chinese design institutes may have an important facilitative role to play in modifying designand-build to suit this environment. It has also been argued that design-and-build is a feasible entry strategy that allows foreign contractors to realize synergistic complementarities from collaborating with appropriate design institutes. Indeed, given the particular barriers involved, entry through a strategic alliance with a Chinese design institutes appears to be critical for a foreign contractors sustainable growth in China. Table 1 The evolution of design-and-build related regulations Table 2 Profiles of various project delivery methods using by foreign contractors Collectives 7%
The Rest 30% SOEs 63%
